This paper analyzes existing experiences with Islamic financing of energy projects. We argue that Islamic finance provides an additional channel to attract financial resources to improve energy efficiency, access to energy, and a sustainable energy supply. Major forms of Islamic finance methods used in the energy sector (including gas, petrochemical, and power projects) are reviewed based on real-world cases. A review of the limitations of Islamic finance in the energy sector and a set of policy recommendations are offered.
Persian Gulf countries, in particular Iran and Saudi Arabia, have aggressive plans to build mid-stream and down-stream processing plants. Moreover, the region will need significant investment in electricity and renewable sectors (Alnaser and Alnaser (2011) , Trieb et al. (2011) ). The literature has discussed the pressing need to invest in the energy infrastructure of the Middle Eastern and African countries. For example, Ekholm et al. (2013) discuss the impact of financial constraints on the access to electricity in Sub-Saharan Africa. As discussed in other papers, business-as-usual methods may not raise adequate funds to meet the optimal level of investment in the energy sector (e.g. Dunkerley (1995) ). Several low-income African and Asian countries require significant investment in their energy infrastructure to improve energy efficiency and access to energy.
Significant Muslim populations live in countries discussed above. The asset-based nature of Islamic finance makes it highly suited to financing energy projects. As in project finance generally, contractual certainty and clearly defined risk sharing mechanisms are key to Islamic project finance. In the past, Islamic finance was not used extensively for large energy projects. This situation is now changing, with Islamic finance playing an increasingly important role in the funding of energy projects in the Middle East. This is due to the phenomenal growth of Islamic finance sector in the region, which now has the efficiency and liquidity to participate in energy projects with long tenors and can offer a full range of shariah-compliant options to suit various financing needs (Ahmed and Khoshroo (2014) ).
The capital-intensive nature of most energy projects undertaken in the Middle East requires that all available sources of funding be tapped for these projects. The increased demand by governments to involve private finance (both Islamic and conventional) in the development of public infrastructure presents considerable opportunities for Islamic finance.
Besides providing an additional supply of financing, using Islamic finance increases the diversity of funding sources for energy projects. Recent research has shown that conventional and
Islamic banks show a different exposure to global crises (Askari et al. (2010) ). Hasan and Dridi (2010) show that the asset-based business model of Islamic banks limited the negative impact of 2008 financial crisis on their profitability. Thus, at periods when one source of financing is limited the project owner can supply more funds from the alternative source.
Organizations responsible for improving access to energy, increasing energy efficiency, and securing energy supply would benefit from adding Islamic finance solutions to their funding portfolio. Examples of such organizations would be the International Renewable Energy Agency (IREA), Sustainable Energy for All (SE4ALL), United Nations Energy Program (UNEP), Islamic Development Bank (IDB), African Development Bank (ADB), and bilateral development organizations. The new channel of Islamic finance not only diversifies their funding sources but also offers small and large scale financing solutions, which are better accepted by some donors as well as by some host communities.
Islamic banks in Iran, Saudi Arabia, Malaysia, United Arab Emirates, Kuwait, Bahrain, and Qatar hold the world's largest pools of Islamic finance assets (Dar (2014) Figure 1 : Size of the Islamic financial services industry. Date Source: Dar and Azami (2011) and Hong Kong each heavily involved in the industry. Islamic finance instruments have also been offered by conventional finance powerhouses such as HSBC, Citibank and Deutsche
Bank. Thus, the framework we study here can be a bridge between projects in Islamic countries and conventional investors around the globe. Figure 1 provides a picture of the market size for Islamic finance.
Despite the growing importance of shariah-compliant instruments in the banking sectors of resource-rich Islamic countries, there exists a limited amount of academic research on the interaction of Islamic finance and the energy sector. To the best of our knowledge, this is the first academic paper to offer a comprehensive analysis of Islamic finance based on real case studies of projects in the energy sector. There are practitioner papers on the general guidelines of Islamic project finance (see eg Dewar and Hussain (2011), and Richardson (2006) ), which provide a conceptual overview of the field and potential applications, but do not include real world case studies.
Energy projects contain certain important features, such as large fixed costs, volatile output prices, long duration of the project, and in some cases the threat of nationalization.
These features provide justifications for designing more specialized conventional and Islamic finance contracts for the energy sector. Experiences should be documented and discussed to increase the awareness of the supply and demand side of Islamic energy financing. We consider our paper as one attempt in this direction.
The paper is organized as follows. Section 2 introduces basic principles and major types of Islamic financing instruments. Section 3 discusses the approach for collecting data and an overview of findings. Section 4 introduces case studies of various types of Islamic energy project financings. Section 5 discusses limitations and challenges that restrain a widespread use of Islamic finance in the energy sector. Section 6 offers policy implications of our analysis.
Background: Overview of Islamic Finance
We provide a brief overview of major principles governing Islamic finance products and the global market for these instruments.
Quick History
Islamic project finance was first used in 1994 for Pakistan's US$1.8 billion 3 Hub River power project which involved a $92m Islamic tranche (Dar and Azami (2010) ). This was followed in 1996 with the $2 billion Equate Petrochemical Project in Kuwait which included a $200 million Islamic tranche (Esty (2000) ). Subsequently Islamic finance structures were used by the Abu Dhabi Water and Electricity Authority (ADWEA) in its integrated water and power plant (IWPP) projects such as Shuweihat S1 (2001) 
Basic Principles
Islamic finance encourages investors to become partners in a project to share the profit and losses in the business rather than being pure creditors. Profits should not be assured and therefore fixed returns on investments should not be guaranteed.
Scholars of Islamic finance associate it with two basic principles: prohibition of riba (interest/usury), and prohibition of gharar (uncertainty) (see eg Eisenberg (2012 ), Azmat et al. (2014 ).
Prohibition of interest:. One of the most prominent and better known features of Islamic finance is the ban of usury/interest on loans. The return to an investor on the employment of money should generally be linked with the profits of an enterprise and derived from commercial risks taken by the investor. This means using debt finance instruments are prohibited. As an alternative to fixed-income and debt-like instruments, investors share the risk of investing with entrepreneurs. Various forms of equity-based contracts have been developed such as musharaka and mudaraba, which will be discussed in the case study section.
Prohibition of uncertainty:. This principle is less clear and less well-known to outsiders.
Shariah principles require absolute certainty as to the price, time of delivery and the subject matter of the contract. This means contracts are typically for physical assets, with clear specifications and delivery dates. This principle limits issuing provisional contracts (eg options), whose future pay-offs are not known in advance. A common practice in the majority of Islamic finance instruments is to create a tie between the financial contract and a real sector activity (eg a joint venture) or a physical asset (eg oil field, crude oil, or drilling equipment).
Methodology and Overview of Findings
Our goal in this research is to identify and present real-world examples of Islamic financing methods in the energy sector. We began by producing a list of existing Islamic finance instruments. We then searched existing databases on Islamic finance deals with specific keywords related to the energy industry. The set of keywords includes terms such as Oil, Gas, Power Plant, Pipeline, Renewable Energy and Energy Storage. We were able to identify at least one example for each instrument.
Overview of Findings: Major Instruments
The istisna (construction) and ijara (lease) combination has emerged as the most commonly used structure for financing large and long-term energy projects. The istisna is a forward sale contract used for the construction (or procurement) of an asset during the project's construction phase. This is combined with the ijara whereby the asset constructed/procured under the istisna, when completed, is leased to the project company. This form of istisnaijara structure has been used since around 2000 and is now a somewhat settled structure with more-or-less standardized documentation. It has recently been used in some of the GCC region's major energy project financings such as the Sadara (2013), Barzan (2011) and SATORP (2010) .
Certain banks (typically in Saudi Arabia) prefer a wakala-ijara structure to an istisnaijara. In the wakala-ijara structure, the project company does not act as the procurer of the project assets which are then leased back, but instead acts as the wakil (agent) of the Islamic financiers in arranging the construction of the project assets by an EPC contractor. This structure was used (alongside an istisna-ijara) in Riyadh PP11 and Rabigh IPP as well as SATORP and Sadara projects. The istisna-ijara and wakala-ijara structures are well-suited to multi-sourced energy project finance as they allow the Islamic banks to match their phase payments under the istisna or wakala with the drawdown schedules of the conventional banks, and match their rental payments under the ijara with the repayment schedules under the conventional loan facilities. This matching of cash flows between conventional and Islamic banks allows for multi-source funding of these capital-intensive energy projects.
We also find that recent developments in project sukuk (Islamic "bonds") have been a significant boost for Islamic project finance. Historically, liquidity management has been one of the biggest challenges faced by Islamic banks. Islamic banks were heavily dependent on relatively short-term customer deposits, which would discourage them from participating in projects with long-term tenors for fear of maturity mismatch. The freezing up of inter-bank financing following the financial crisis and lack of mature capital markets in the Middle East on which Islamic banks could readily draw have further exacerbated the liquidity management fears of Islamic banks. In these circumstances, project sukuk has entered the market as an effective tool for addressing the liquidity and maturity mismatch issues of Islamic banks.
Well-structured and contractually robust project sukuk has given project companies access to a more diverse set of investors (such as pension funds). In addition to better pricing and longer tenors, project sukuk has the further advantage of subjecting project companies to only limited management interference and oversight by sukuk -holders, as opposed to the active managerial involvement and significant restrictions imposed by investment agents acting on behalf of the Islamic banks when they provide project funding (Ahmed (2011) ). In light of these developments, sukuk is now being used not only to refinance existing projects (e.g. SATORP (2011)), but also finance greenfield projects (e.g. Sadara (2013)).
We have found a wide range of instruments used in different types of energy projects, including power plants, petrochemical units, gas pipelines, and gas production units. Table   2 shows the most important classes of assets used in Islamic finance together with examples from the energy industry.
Contractual Form Instruments
Energy Industry Examples Equity-type investment
Mudaraba, Musharaka
Dana Gas (UAE), Al-Waha Petrochemical Project (Saudi Arabia) The most commonly used Islamic finance instrument is the murabaha. Known as "costplus financing", murabaha changes what is effectively a loan into a trade transaction. Compared to other Islamic finance products, murabaha is simple, flexible, predictable and lowrisk. As shown in Figure 2 , in a "true" or "asset" murabaha transaction the Islamic financier buys an asset based on the project company's specifications or appoints the project company as its agent to purchase the asset from the supplier on its behalf. The Islamic financier then sells the purchased asset to the project company at an agreed mark-up on the purchase costs. Both the purchase price and the mark-up must be disclosed. Payment by the project company is usually deferred and can be made in instalments. An "asset" murabaha is used in situations where the project company requires the purchased goods for its own use-as it gives the project company immediate ownership and possession of the goods it requires, with the ability to pay for them in the future.
In 2006, Saudi Basic Industries Corporation (SABIC) obtained one of the largest ever Islamic financing at the time, when it signed a $1 billion murabaha agreement with Deutsche Bank (Al-Humaidi (2006); Dar and Azami (2010) ). Since that time and with the development of Islamic finance instruments better suited for long-term project financings (e.g istisna and ijara), murabaha has lost some of its popularity. This has been due to its synthetic nature as well as its short deferred payment period, which is typically only three years or less.The majority of energy projects have much longer payment tenors. In light of this, murabaha is now seldom used as the main financing instrument in energy projects, but is still used to provide equity bridge financing and working capital facilities for these projects (as was the case for the Riyadh PP11 (Saudi Arabia, 2010)).
Islamic Bonds: Sukuk
The sukuk market has the potential to play a major role in the financing of energy projects. Although a recent addition to the energy project finance toolkit, it is set to grow rapidly. Strong demand from domestic, regional and international investors, attractive pricing, lower cost of issuance compared to conventional bonds, increased standardization and political commitment to develop the region's capital markets have all contributed to the growth of sukuk in general and project sukuk in particular (Ahmed and Khoshroo (2014) ).
Various types of sukuk are used for meeting the short-term and long-term financing needs of energy projects. Sukuk securities are usually certificates evidencing an undivided ownership share in tangible assets. The underlying asset is usually a fixed asset such as land, real estate, machinery and facilities used in refineries, power plants or petrochemical plants, or pipelines.
By purchasing a sukuk certificate the buyer attains a proportionate beneficial ownership interest in the underlying asset or revenue (which is often a share of rental payments derived from the ijara (lease) component of the sukuk structure). A subsequent purchaser of the sukuk acquires the rights and obligations of the original subscriber and replaces the seller in the pro-rated ownership of the underlying assets.
Project sukuk can be quite versatile and used to refinance a project in its operating phase as well as part of the initial funding package of a greenfield project. The sukuk al-ijara is particularly well-suited for refinancing existing energy projects, as it relies on the "sale and lease-back" of the project assets. The sukuk al-ijara is a relatively simple structure akin to a conventional lease (with elements of both an operating lease and a finance lease) (see Figure 3 ). When refinancing an existing project through a sukuk al-ijara, investors will look at the performance of the project as well as the level of support provided by creditworthy and technically capable sponsors, which is frequently available in energy projects.
The sukuk al-mudarabah and the sukuk al-musharakah structures are often used as part of the initial financing package for greenfield projects. The sukuk al-musharakah is best suited for times when the project company has some existing assets (such as land) that can be contributed to the musharakah (partnership) (see Figure 4) . The sukuk al-musharakah can also be combined with an istisna-ijara (procurement-lease) structure, as was the case in Sadara. Figure 5 demonstrates the overall structure of a greenfield sukuk when all of its relevant elements are taken together.
Upfront Payment Mechanisms: Salam and Istisna
Generally, under shariah principles, an asset cannot be sold when it is not yet in existence.
Salam and istisna transactions are two exceptions to this rule. In a salam, in exchange for a buyer's upfront payment in full, a seller agrees to supply a specified asset at a fixed date in the future. Salam is usually used to finance naturally fungible goods and commodities.
In an istisna, the buyer requires the seller to construct or procure a specific asset at a certain price by a fixed future date. Assets financed under an istisna are usually non-fungible industrial goods. In the istisna, the asset specifications, price and delivery date must be determined at the outset, but-unlike in a salam-payment can be made in installments during the asset's construction period. In an energy project this means that the Islamic banks (buyers under the istisna) can link their payments to the project company (seller under the istisna) to the achievement of construction milestones for the project assets. This partially deferred payment does not violate the shariah prohibition against debt for debt sale because, unlike naturally fungible products, non-fungible industrial products cannot act as objects of debt (Tag El-Din (2005)).
Whilst salam is not a very frequently used Islamic finance instrument, it has been used by some Islamic banks in the Middle East to finance crude oil transactions. These contracts are more popular when petroleum prices are at low levels (as was the case in January 2015, for example) but expected to rise in the future. Energy investors in need of capital may accept to deliver their product in the future at a current value. It is expected that a higher price could potentially be obtained if the product is sold with a spot price of a future date. On the other hand, financial institutions understand that future oil prices may not necessarily be higher than current prices. Hence, some loss-compensation clauses may be added to contracts. (Yousri Ahmad (2005) ).
Forecasting error in salam contracts. The buyer of salam is subject to the price at the date of delivery. The price risk can be approximated by studying the forecasting error of oil futures contracts. Figure 7 shows the difference between the 12-month futures price of four major energy products and their realized spot price at the date of delivery.
Fixed Income Securities: Ijara
The forward lease (often combined with an istisna or wakala in energy projects) allows the Islamic banks to receive "advance rental payments" before the construction of the asset is completed and the "lease period" commences (see Figure 8 ). These advance rental payments are structured to be the equivalent of "interest during construction" under conventional facilities in a multi-source financing and are intended to provide the financier a return during the construction period. Shariah scholars allow such advance rental payments as "payments held on account" in anticipation of the commencement of the actual lease once the asset's construction is completed and the usufruct is transferred to the project company. As a result, the advance rental payments must be returned to the project company if delivery of the asset does not occur. Once the rental period is over, the Islamic banks transfer ownership of the leased asset to the project company for a nominal price.
Emerging and Exotic Forms

Equity Finance: Musharaka
The musharaka structure is one of the instruments most aligned with the basic principles of Islamic finance as it reflects profit and loss sharing principles. In energy projects, musharaka (partnership) is a co-ownership arrangement whereby the proportion of ownership, timing and amount of contribution by each party is decided upfront. The project company is appointed as an independent contractor for the procurement of assets. The ownership of the assets and the associated risks remain with the project company (as con- (2011)).
Securitization: Istithmar
Istithmar (or sukuk al istithmar ) provides the basic functionality of a securitized future income. The issuer will transfer the ownership of its expected future revenues (e.g. the monthly subscription fees of a utility company) to the buyer of the istithmar security, who in return agrees to pay the present value of future receivable. This instrument can significantly enhance the investment capacity of electricity production and distribution companies by allowing them to transfer future cash-flow to current infrastructure investment funds.
Saudi Electricity Company issued a 7 billion Saudi Arabian Riyal (SAR) ($1.87 billion) sukuk al istithmar in 2009. The contract gives the purchaser the right to undertake the connection services and levy the connection charges for 20 years. The contract also includes a buy-back feature that gives the sukuk-holders the right to request that the issuer purchase the sukuk every five years.
Challenges and Limitations of Islamic Finance
The Islamic finance industry is in its early phases and still needs to meet and overcome key challenges. We provide a list of major challenges and limitations of this market.
Risk Taking. The key difference between a murabaha and a conventional interest-bearing loan is that in a murabaha the financier takes ownership of the goods that are the subject of the murabaha transaction, whereas in a conventional loan the banks merely extend financing and are not exposed to any potential liability arising from the goods purchased with that money. This ownership may result in potential liabilities for the Islamic banks, even if the ownership is very brief and acquired indirectly through an agent. Even when contractual and statutory liabilities are excluded (to the extent permitted by law), there may be residual risks that will remain with the Islamic bank from the time they purchase the goods from the supplier to the time they sell and deliver them to the project company.
Infancy of the industry. Islamic financing instruments are new and diverse. The lack of adequate experience in the market hampers the interest and trust of project managers and energy system planners.
Liquidity. A major issue with some Islamic instruments is the low level of market liquidity.
Non-existent or shallow secondary markets for the majority of Islamic finance instruments are the main reason for the low liquidity of Islamic instruments (Tariq and Dar (2007) ).
Additional premium. Islamic finance products are in their early stage and have not benefited enough from the effect of learning curve. Moreover, to meet certain Sharia principles they may need to contain additional features. Thus, Islamic finance contracts tend to be more expensive compared to similar conventional products. It can increase the cost of capital for projects and make it an unfeasible option for projects with small profit margins.
Market incompleteness. Islamic finance markets have not yet introduced liquid and efficient
contingent claim contracts. The lack of those products limit opportunities to manage financial and market risks of energy products.
Credit risk of underlying asset. Islamic finance structures are often asset-based, which means the transaction is backed by a physical asset such as an oil field, pipeline, or electricity generating equipment. For long-term contracts there is a risk of damage or loss of the asset, environmental liabilities or even expropriation or nationalization by the government of the host country.
Risk management. As Islamic finance is still in its early stages, there are certain types of functions, that are not yet deliverable using Islamic finance instruments. A major limitation is the lack of risk-management instruments. There is no popular instrument yet for optiontype pay-off structures 4 . Thus, the chance of separating and packaging a project's risks to sell to other investors is not easily available.
Policy and Implementation Recommendations
In this section we provide a set of policy and implementation recommendations. These policies are expected to improve the efficiency of the market and facilitate the flow of capital toward energy projects in the Middle East and North African regions. A major part of these policy recommendations are based on the practical experiences of the authors with financing energy projects using Islamic finance instruments.
Multi-source Financing of Energy Projects
Given the magnitude of large-scale project financing, Islamic finance products are typically used alongside conventional financing raised from export credit agencies, commercial banks, development funds and capital markets. The aim is to achieve the same commercial terms for the conventional and Islamic banks-reaching the same destination through a different route. To achieve this, the Islamic banks (directly or through an agent) and the sukuk 
Tax Policies
The asset-based nature of Islamic project finance sometimes creates tax exposures that do not arise in conventional financings. To ensure they are not confronted with an unexpected tax bill that can potentially ruin the feasibility of the project, project sponsors must conduct careful tax due diligence across all relevant jurisdictions. For example, transferring the title to the assets underlying a murabaha or ijara transaction from the Islamic banks to the project company, may result in exposure to stamp duty, capital gains, value added or direct 
Socially Responsible Islamic Energy Bonds
Islamic finance has the potential to be used to improve access to energy for low-income communities. In particular, it can be used to finance off-grid and on-grid solutions in SubSaharan African countries. Adding a socially responsible component to Islamic finance instruments makes them more attractive for a subset of investors.
Tradability of Greenfield Sukuk
Further to the general sharia prohibition that one cannot transact regarding assets that are not in existence, care must be taken to ensure there are tangible assets underlying the sukuk from the outset to ensure it is tradable immediately after issuance. Tradability concerns tend to come up when financing greenfield projects that do not have any tangible assets of their own, which means that a sukuk issued to finance their development may not be tradable until a substantial part the project has been developed. Such a long wait may not be acceptable to sukuk investors. In a sukuk al-musharaka, this tradability is achieved by ensuring that the project company makes an "in-kind contribution" to the musharaka in the form of tangible assets (such as land or lease rights). The in-kind contribution of tangible assets ensures that the sukuk -holders do not violate the shariah prohibition against trading in debt when the sukuk is issued. In this manner, each sukuk -holder will hold a certificate evidencing his/her share of an undivided ownership interest in the underlying asset and can be traded (at discount, par or premium) from day one (provided there are no other contractual restrictions).
Ring-fencing Islamic Assets in an SPV
Ownership of project assets carry with them certain inherit risks (such as environmental damage, potential tax liability, etc). The Islamic banks are understandably hesitant to assume such risks. Moreover, when international Islamic banks are involved in a project, they may face local law restrictions on the foreign ownership of the project assets (e.g. land or real estate). In such circumstances, the ownership interest of the project assets may be held by a SPV owned by local banks (or their affiliates). Having the SPV hold the title to the project assets removes the direct link between the Islamic banks and the project assets, thus mitigating their exposure to any asset ownership related risk which the banks may otherwise face.
Total loss of the Islamic assets
When using an asset-based structure, such as murabaha or ijara, the irreparable damage or total loss of the project assets (e.g. in a natural disaster or industrial accident), gives rise to particular considerations. In an ijara structure, the commonly accepted view is that if the leased assets suffer a total loss and are therefore no longer usable by the project company (as the lessee), then the obligation to pay rent ceases. As a result, any purchase undertaking in respect of the assets, whereby the project company undertakes to purchase the assets at the end of the lease period, will also become ineffective. In order to deal with this situation, shariah scholars have agreed to allow the Islamic banks to appoint the project company as their service agent and for it to put in place and maintain insurances for the full replacement value of the project assets. In case of a total loss, the project company (as service agent)
will be obliged to pay the Islamic banks any insurance proceeds received. If the proceeds are less than the full replacement value of the assets, the project company (as service agent)
will have failed to satisfy its strict liability in putting in place adequate insurance, and will be liable to indemnify the Islamic banks for any shortfall.
Voluntary and mandatory prepayment
There are circumstances in a project whereby the project company will seek to make a partial or full prepayment of the funds received on a voluntary or mandatory basis. Given the asset-based nature of Islamic finance, the project company cannot just prepay the Islamic banks by issuing a prepayment notice, as it would with conventional banks. According to Dar and Azami (2010) , to make a prepayment the project company will need to exercise its rights under a call option (usually granted to it under the terms of a sale undertaking) to purchase from the Islamic banks (as lessors in an ijara structure) some or all of the projectś assets. In order to avoid the arrangement being considered as a prohibited future sale of assets, the arrangement is usually structured as a unilateral promise to sell given by the Islamic banks to the project company.
In the event that the project company is in material breach of its obligations under the financing arrangements, or the Islamic banks are required by law to cease their relationship with the project company, then (as in a conventional financing) the Islamic banks will have the right to require the project company to prepay the financing. In such a scenario the Islamic banks will exercise a put option (usually granted to them by the project company under the terms of a purchase undertaking), requiring the project company to purchase the project assets from the Islamic banks (as lessors under the ijara agreement). To ensure the Islamic banks achieve the same economic outcome as the conventional banks, the exercise price will usually be the full amount outstanding under the Islamic finance facility, and the Islamic banks will have the right to enforce against and liquidate any security given to them by the project.
Conclusions
We reviewed basic principles and market developments in the Islamic finance sector. It has been argued that the Muslim majority of major oil and gas producers justifies paying special attention to Islamic finance solutions in the energy sector. Based on real cases we reviewed the applications of Islamic finance instruments in oil, gas, and power sectors. We also provided a list of limitations and challenges and a list of options for policy-makers.
The typical infrastructure and development objectives of energy projects-not to mention their asset-based nature-make them a suitable candidate for Islamic finance. While no two transactions are the same, certain standardized documents and market practices are emerging as the field develops. There is now no concern from a shariah perspective with funding a project using both Islamic and conventional financing. The interface between Islamic and conventional banks on issues such as pro rata utilizations and payments, pari passu security, sharing of sponsor support and post-enforcement waterfalls are now largely settled but continue to be refined. Conducting proper tax due diligence is also key to determining the feasibility of certain Islamic finance techniques in certain jurisdictions.
The istisna-ijara structure has emerged as the product of choice for Islamic project financings, followed by the wakala-ijara structure. These products are well-suited for project finance as they offer the certainty of regular payments throughout the life of the financing with the flexibility of tailoring payments and tenor in a manner that allows Islamic financiers to match the cash flows of the project and achieve profit margins comparable to that of conventional financiers.
Project sukuk is also set to play an important role in the Islamic project finance market going forward given strong demand from Middle Eastern investors, attractive pricing, increased standardization, and political commitment to develop the region's capital markets.
The murabaha structure will continue to play an important supporting role for providing short-term financing for working capital facilities and equity bridge financing given its flexibility and low-risk. What remains to be seen is the utilization of Islamic hedging (tahawutt) and Islamic insurance (takaful ) as part of project Our paper is the first to focus on these issues. Additional research is needed to provide further insights. Future research can focus on quantitative aspects of specific cases of Islamic finance contracts to analyze their drivers of success and failure.
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